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Associated Builders
and Contractors of

Michigan
Memorandum
To: Members of the Senate Reforms Restructuring and Reinvention Committee
From: Chris Fisher, President
Associated Builders and Contractors of Michigan
Date: | March 9, 2011
Re: Support of Senate Bill 165

On behalf of our statewide membership we welcome and encourage your support of Senate
Bill 165 to create the Fair and Open Competition in Governmental Construction Act. This is a
common sense bill that will promote two important objectives that all citizens can easily
support: Equal opportunity and fiscal accountability.

Tmportant industry issue such as training, safety and quality of work are not affected by this
legislation. SB 165, is limited and very clear in scope simply stating that all Michigan
construction workers and firms will be protected from being discriminated against and denied
work opportunities based on their labor status.

Nobody should be denied equal access to opportunity because they decide to affiliate with a
labor union or not affiliate with a labor union. SB 165 explicitly protects businesses and
workers against such discrimination to ensure that all workers and companies, union and non-
union a like, may work on projects funded by their own tax dollars'.

Anti-competitive contracts for public construction projects create a special-interest monopoly
and violate free enterprise principles of full, fair and open competition. The result of less
competition is that construction costs increase by as much as 10 to 20 percent resultmg in
citizens being denied the fiscal accountability they deserve on public construction contracts.”

Moreover, the proposed open competition legislation explicitly ensures against this being
another “union verses non-union™ issue. Instead the language protects everyone, union and
non-union, to ensure equal opportunity for all citizens and businesses in government
construction. On one hand, it prohibits anti-competitive non-union-only contracts, while, on
the other hand, prohibiting anti-competitive union-only contracts. Both anti-competitive

extremes are prohibited.

Like other reform-oriented states, Michigan must pass legislation that will neither prohibit
nor_require agreements with union organizations for governmental construction projects.
Such a law will ensure that the state does not discriminate against any business or worker on
the basis of union affiliation. Michigan taxpayers will also benefit from having public
construction that is completed by the lowest, most responsible and qualified bidder to ensure

greater accountability of public funds.

! See atfached examples of public contracts that deny workers and companies from performing work on public projects
based entirely on labor affiliation.

* See attached list of peer-reviewed academic, institutional and governmental studies




Analysis of the Impacts on the Jefferson County {(NY} Courthouse Complex through Project Labor
Consgiderations (September 2000)

This study, commissioned by the Jefferson County, New York, Board of Legislators, and completed by Professor Paul G.
Carr, P.E., concluded that "[t]he additional costs estimated with the use of a PLA could range upwards of $955,000. With
the loss of even one general contractor from the bidding [as a result of the PLA], the cost increase could approach
$200,000.” On this estimated $14 milllon project, this would mean a cost Increase of more than of 7 percent.

Weber Merritt Survey Finds Washington D.C. Contractors Less Likely to Bid on Projects with PLAs

In a 2000 survey of Washington D.C. area public works contractors regarding PLAs and public projects, over 70 percent said
they would be less likely to bid on a project with a government-mandated PLAs,

Task Order No. 99-1: Project Labor Agreement (PL.A) Study (June 2000)

The Clark County School District {CCSD) in Nevada, retained Resolution Management to perform an objective study of the
use of union-only PLAs an School District Prejects. In an independent and unbiased study, they found "no compelling reason
for CCSD to enter into PLAs for school constructlon at this time."

Government-Mandated Project Labor Agreements in Construction: A Force to Obtain Union Moncpoly on
Government-Funded Projects (January 2000)

This study by Dr. Herbert R. Northrup of the University of Pennsylvania's Whartan School, concludes that "analysis shows
that the justifications for imposing government-directed project agreements are flimsy at best. They are neither based upon

fact nor do they conform te the realities of the construction industry.”

Fitchburg State CoHege Project Labor Agreement Survey Results (1998)

This 1997-1998 survey conducted by researchers at Fitchburg State College found that over 66 percent of prime contractors
identified as open shop by project managers on the Boston Harber Cleanup Project were in fact union contractors.
Additionally, 54 percent of the subcontractors surveyed that the project manager claimed to be open shop were either union

contractors or didn’t work on the project at all.
Perception and Influence of Project Labor Agreements on Merit Shop Contractors (1997)

This 1997 study conducted by researchers at the University of Washington found that "when the virtues of using a PLA are
evaluated..., It appears PLAs might not be necessary on any construction projects.”

Roswell Park Cancer Institute Letters (March 1995)

This ABC study of the taxpayer costs for Roswel Park Cancer Institute in Buffalo, New York, assessed bids for the same
project both before and after.a PLA was temporarily imposed in 1955. It revealed that there were 30 percent fewer bidders
to perform the work and that costs increased by more than 26 percent when the PLA was In effect.

U.S. Gavernment Accounting Office (GAO) Report: Project Labor Agreements: The Extent of Their Use and
Related Information (May 1998) :

A U.S. General Accounting Office (GAQ) report, issued May 5, 1998, demonstrated that it is nearly impossible to show any
cost savings or increased quality derived from the use of union-only preject labor agreements, largely because of the
difficulty in finding two identical projects, with or without a PLA, to study.

' Congressional Research Service Report for Congress on PLAs (August 24, 1999)

“Project Labor Agreements In Federal Construction Contracts: An Overview and Analysis of Issues," by Gail McCailion,
Speclalist in Labor Economics, Economics Division.




Contracts Denying Michigan Workers and
Companies Work Opportunity Based on Labor Affiliation
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MEMORANDUM OF UNDERSTANDING
: BETWEEN
| e
L
g T ' and

THE MICHIGAN BUILDING AND CONSTRUCTION TRADES COUNCIL

P
f /4 for the
|

MICHIGAN STATE UNIVERSITY BRODY HALL PRQJECT

I ]
Located in
EAST LANSING, Michigan

INTENT AND PURPOSE

This Memorandum of Understanding Is entersd into for work performed on
the Brody Hall Project located in Easl Lansing, Michigan (hereinafier called the
“Project’), by and between Clark Construction Company ("CM"} {acting for and
on behalf of the Owner, Michigan Stale Universily), and the other conlraciors
signatory hereto (hereinafter referred lo both individually and callacl!vely_ as the
"Employer"), and the Michigan Building and Construction Trades Council, AFL-
CIO, and its affiliated local unions signalory hereto (hereinafier collectively

~Jufsired 10 as the “Unions”™ or individually as the "Union™), The CM, whan‘se!l-
performing, shall be included within the meaning of “Employer” as used herein.

' The purpose of this Agreement is lo ensure that all conslruction wo_rk for
the project shall progeed economically, efficiently, continuously and without

interruption.

ARTICLE VI - PROJECT LABOR AGREEMENT

Section 6.1 The parties understand and agree that each contractor at all liers of
the Project shall, prior lo beginning work on the Project, become an Employer
signatory 1o this Memorandum of Understanding and W_{gsz‘
Project_with the respeclive currenl collective bargaining agreements of the
appropriate local union affiliales of the Michigan Building and Construction

NOTE: There is project labor Agreement language that explicitly states that only
workers and businesses that abide by collective bargaining agreements are permitted

to perform work on a public project.




8)i§ U0 palud

Adog osloid — 0109

fdog gna — YNid

Adog 1auMG - AMYNYD

fdon sebeuey uonanisuoy J0 J0JIRIU0Y — NIZHD
Adog uomn — 3LHM

Q380830 SA0EY NOILONYLENOD YO/ONY LO3r0dd JHL OL ATNG $313ddY WNONVMOWIN STHL FO18H UEBIUDIA ToqQiy uuy
INUSAY Y114 YHON 001
ﬁm_ﬂﬂv H—._gatuomc wom—oh&u HOHYVY NNV 4O ALID

LINALLNAEWHDVNY W LOET0Ud

[0~E€EEL "ON JUMA
Yoely— 4Ll ‘'ONalg
080°L00T "ONFTIA

{ipunog sapel) Supng
PAINIS AIUNOS MEUBISEM J0 SnjEIUBSRIdaY) {bauep USHINASUCY 10 1BUME) J0IRIICT)

1107 'yosei

"IPuneg sapel], Guiprng PEINS AUAoD MEUSIUSEAR BU JO SUORIR
je20] ajeudosdde ay) jo sluawwaaibe Suriebieq anoajes Juauno enjostsa) auy) of seed Ajeubis 21004 ‘Joafoud sy) Uo oM
GuniBa 0) Jaud 'fleys 1oalosd S JO Sian [1E Je J0DENUOZGNS PUR JOJIBAUCD iDL j2y) S0ifie pue puejsiapun SelLed AL

HHOM NOINM

“saupy pue saliem jo juawked A0 JONBIUCIINS J0 J0PENUCT AUB PUE UOJUN BY) U9aMIaq SAINdsIp A J0
uonosa: aajosle pue wdwoud ysgdwono 03 §) uoNoDS S} O) 1USIUL Al 1RU) POOISIBPLN S 1f “Saalsni] pund Ag uoyedy) Bupnipu
"siqeprAe saipawal 6oy Aue ansind of suoye jsaq it asn o) saalfie uokn su ‘Findsip yons Aue Jo Jusaa s ) “i0joRIU0D
eseuady 1o sebeuely uononasuoe) au; o) Aiojaeises andsip st jo uonnisa) Sumpuad ‘RiRENL0D 0} sigeded Juawasingstp pou
auj woyj wie 2yl o) (enba ANOUwE Ve PIOYLHIM JBUS PRADALI JORIRIIDD [BISUSS) 10 JaBERUBYY UOTONISUOT 3U) 'B3H0Y UINLM yons
Jo 1605 UdR) "UMOUY SUuIooan SBY Wief Yans Joye sAep sseuisng (g) Sai UM {ororAu02 [BI5US9) Jo Jebeusy UogoNnsLen
oL} 0 aafiou 3uy Jo 400 B LW) J01IRIUOIGAS 0 JOIPEIN0D UINS 0) LRI YIRS J0 010U USRI 3nB feus Joelold 8l uo palopad
Aros o} syouaq abuyy so/pue saiem piedun k) J0JOBAUIGRS 0 J0jRRUOS © JsieBe wiep B Bumey el Auy

SEONA 40 INTRAYL 't
"SYE<Iq $9)360 pazZIEBI0 0L 8 [lES BJay)

$HV3YE 334400 k4

YO RS 0} JOud SOIEICO-4AS P SIOPRIGD € Y VSIS0 G515 99 1 53 LOFFOYd LNAWHOV TN NIVIN MELVA LHTULS ANIIHHLY)

"seinpagosd [ewiou YBnoay) panjosar eq lleys sindsip Ruosipsen] Auy "WIRPUBIGIIBP S} JO LoD 3U) 10} 10-¥30|

Jo abeddols suom ‘axms ou 3q |m siBy; 1oyl o0iBe saymed 8y} ‘wojag (g) ydesBried wi apew sswwomd ay J0} winjed U} Hod

SINNNOOQ LOVIINGD
SINASIONOM ,

1N NN 40 ROCNYIOKRIN




MEMORANDUM OF UNDERSTANDING

BETWEEN

THE GENERAL CONTRACTOR

(P-IER!NAF_TER REFERED TQ AS "GCT)
AND
THE MICHIGAN BUILDING AMD CONSTRUCTION YTRADES COUNCIL
FOR THE
NEW CITY MARKET PROJECT
LOCATED IN

LANSING, MICHIGAN

INTENT AND PURPOSE

This Memorandum of Understanding is entered into for work performed on the
New City Market Project Iocated in Laasing, Michigan (hereinafter called the “Project’),
by and between the GC and the other contractors signafory hereto (hereinafler referred
to both individually and collectively as the “Employer”). and the Michigan Building and
Construction Trades Council, AFL-CIO, and its affitiated local unions signatory hereto
(hereinafter collectively referred to as the “Unions” or individually as the "Union®). The
General Contractor (hereinafler referred to as GC), when self-performing, shall be
included within the meaning of "Employer” as used herein. '

ARTICLE VI - PROJECT LABOR AGREEMENT _

Section 6.1 The parties understand and agree that each contractor at all tiers of the
Project shall, prior to beginning work on the Project, become an Employer signaltory fo
this Memorandum of Understanding and agree fo comply for this Proicct with the
respeolive current collective_bargalning_ agreemonts of the appropriale_local union
athiligles of (he Michigan Buiding and Gonswruchion T7ades Councl, and shall in
consideration for the Union's agreement nol 10 strike, agree fo comply for this Project
with any subsequent collective bargaining agreements negotiated duang the term of the
Project, and comply with said agreements refroactive lo their respective effective dates.

_ The GC hereby agrees to nolify the designated representative of the Michigan
Building and Construction Trades Council of the successful contractors prior lo the start
of wor_k by those contractors. The GC agrees to establish a Labor Management
Committee 1o resolve andfor review issues thal may arise during the life of the Project.
The Labor Management Commitiee meetings will be held as needed on the Project site.




Peer-Reviewed Academic, Institutional and Governmental Studies

Report Calls Washington, D.C. Nationals Ballpark PLA a Failure (November 2009)

A November 2009 report by DC Progress, "The True Cost of the Washington Natienals Balipark Project Labor Agreement,”
exposes the problems that PLAs present for DC taxpayers, as well as unemployed, and underemployed residents. The report
focuses on the, "broken promises of the D.C. Ballpark PLA, in order for policymakers, stakeholders in the local economy,
and citizens to understand the burdens that PLAs impose on state and clty governments. The Nationals Park PLA created a
huge barrfer for the District's nonunion workforce: 85 percent of construction warkers and 95 percent of minority-owned

contractors were left out of work.”

Beacon Hill Institute Study Says Federal PLAs and Executive Order 13502 Will Harm Taxpayers (September
2009)

A study released Sept. 23 by the Beacon Hill Institute (BHI), *Project Labor Agreements on Federal Construction Projects: A
Castly Solution in Search of a Problem,” found that PLAs significantly increase construction costs on federal projects.

Had President Obama's pro-PLA Executive Order 13502 been in effect in 2008, and all 2008 federal construction prajects
worth $25 million or more had been performed under PLAs, it would have Increased the cost to federal taxpayers by $1.6

billton to $2.6 billion,

In addition, the BHI review of federal construction projects from 2001-2008, the years under which government-mandated
PLAs were prohibited, also revealed that there were no instances in which labor disruptions occurred that resulted in
significant project delays or increased costs. The study concludes that “the justifications for PLAs provided by Executive

Order 13502 are unproven.”

Government Funded Study Finds PLAs Increase Costs and Offer Limited Value (June 2009)

A June 2009 study conducted by property and construction consulting firm Rider Levett Bucknall prepared for the U.S.
Department of Veterans Affairs (VA) Office of Construction and Facllities Management found that PLAs would likely increase
construction costs by as much as 9 percent on three of the five construction markets (Denver, New Qrleans and Orlando) in
which the VA is planning to build hospitals. The VA hired this firm to evaluate the cost Impact of PLAs in various markets

where the VA plans to build hospitals.

Study Questions Effectiveness of DC Baseball Stadium PLA (October 2007)

A PLA on the District of Columbia's new $611 million basebali stadium has completely failed ta ensure that local residents
get the majority of werk on the project, according to a report released Oct. 2, 2007 by the District Economic Empowerment

Coalition.

Beacon Hill Institute Report Examines Case Study Supporting Previous PLA Research on the Effect of PLAS on
School Construction Costs {December 2006)

A December 2006 report by the Beacon Hilf Institute at Suffolk University, “Project Labor Agreements and Financing Public
School Construction in Massachusetts,” reviews a real-world case study supporting BHI’s previous research on the effect of
PLAs on school construction costs. In 2006, the City of Fall River, MA bid three school construction projects under a PLA.
Then, after attracting few bidders, with those providing blds coming in well above the projected budget, the city canceled
the PLA and reopened the bidding process. The report found that the city of Fall River saved $5.8 million on total
construction bids by rermoving the PLA and bidding the project using free and open competition.

Beacon Hill Institute Study Finds PLAs Increase Cost of School Projects in New York (May 2006)

This study conducted by the Beacon Hili Institute at Suffeltk University found that PLAs add an estimated $27 per square
foor to the bid cost of construction (in 2004 prices), representing an almost 20% increase in costs over the average non-PLA

project.

Iowa Events Center PLA Study (March 2006)
The Public Interest Institute, a nonpartisan, nonprofit research and educational institute in Mt, Pleasant, Towa, has released

- @ new study that concludes the PLA on the Iowa Events Center project in downtown Des Moines, placed an “unnecessary
burden” on local workers, businesses and taxpayers.




Union-Oniy Project Labor Agreements: The Public Record of Poor Performance (2005 Edition)

The 2005 edition of ABC General Counset Maury Baskin's report on union-cnly PLAS documents a record of unien-only
censtruction projects experiencing a consistent, pattern of cost overruns, adverse Impacts on competition, delays In
construction, construction defects, safety problems and diversity (ssues.

Beacon Hill Institute Study Finds PLAs Increase Cost of School Projects in Connecticut (September 2004)

This study conducted by the Beacon Hill Institute at Suffolk-Unlversity found that the use of PLAs on school construction
projects in Connecticut increased the cost of the projects by nearly 18 percent. The report concludes that the presence of a
_ PLA increased the projects’ final base construction costs by $30 per square foot relative to non-PLA projects. '

"This study provides further evidence that PLAs drive up the cost of construction projects, while discriminating against the
four out of five construction workers who choose not to join a labor union," said Kirk Pickerel, ABC president and CEO.

Beacan Hill Institute Study Finds PLAs Increase Cost of School Projects in Massachusetts {September 2003)

A study completed by the Beacon HIl Institute entitled, "Project Labor Agreements and the Cost of Schoel Construction in
Massachusetts," finds that "PLA projects add an estimated $18.83 per square foot to the bid cost of eonstruction (in 2001
prices}, representing an almost 14 percent increase in costs over the average non-PLA project. The low estimates find that
actual project costs are raised by 8.4 percent; the high estimates find that bid costs are raised by 14.9 percent.

Erie County (NY) Courthouse Construction Projects: Project Labor Agreement Study (September 2001)

This study, completed by the firm of Ernst & Young, was commissioned by Erfe County in New York to analyze a PLA on a
public construction project. Ernst & Young concluded that “bidder participation was diminished because the county ¢hose to
utilize a PLA. Further, the use of PLAs adversely affects competition for publicly bid projects to the likely detriment of cost-
effective construction... the use of PLAs strongfy inhibits participation in public bidding by non-union contractors and may
result in those projects having artificlally inflated costs.”

PLAs an Public Construction Projects: The Case For And Against (May 2001)

The Worcester Municipal Research Bureau May 21, 2001 released a study titied "Project Labor Agreements on Public
Construction Projects: The Case For and Against.". The study concluded that "PLAs tend Lo constrict the number of bidders
on a project compared to those without PLAs, and are likely to reduce the savings to the public that would accrue i
nonunicn contractors who are employed were allowed to follow their customary methods."

Project Labor Agreements Research Study: Focus on Southern Nevada Water Authority (November 2000)

This study, completed by Neil Opfer and Jaeho San of the University of Nevada, Las Vegas, and John Gambatese of Oregon
State University, concluded that a Nevada Water Authority project PLA cost taxpayers an additional $200,000 because the
true fow bidder refused to sign the PLA. The project went to a union contractor whose bid was $200,000 higher.

Economic Evaluation of Project Stabilization Agreement For Construction Projects Funded Proposition
BB (November 2000) . )

The project stabilization/labor agreement {PSA/PLA) for the Los Angefes Unified School District's {LAUSD) Proposition BB
“construction was required to end after one year untess the LAUSD or unions could prave the PLA was effective. A Price
Waterhouse Coopers study requested by the LAUSD was "unable to conclusively determine whether the PSA has had either
a net positive or net negative economic impact for the District, [and] there is anecdotal information which suggests that the
PSA has to date had neither a significant positive nor a significant negative net impact." Despite the study's findings, the
school board voted 5-2 to continue with the PLA, supporting the thesis that PLAs are implemented by public officials
because of political concerns and not on the basis of sound public policy.

Project Labor Agreement in Minnesota (Septemb'er 2000)
" "Project Labor Agreements in Minnesota” was completed by Zachary C. Kleinsasser of Aibion College. The study outlines

inefficiencies with construction projects that contain PLAS between the months of June and August in the year 2000.




